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estate activity has had its worst drop in 4 
During April and May of this year our 
eal estate activity index dropped 10.4 
ince the middle of 1948. In June there 

yp of two-tenths of a point from 28.0 to 


t month, a good pi if this drop was caused by uncer- 
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wledge that X’s terms would soon be better. 
announced before another enigma appeared. If new 
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not particularly surprising. The 
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next President usually has very 


re activity is holding up Somewhat better 
real estate activity. Nevertheless, it is 
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» credit control situ- 
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nt a fuller version of this amendment, turn to page 335. 




















We think that the direct effects of credit controls have been greatly over- 

phasized. Naturally, this overemphasis was a deliberate attempt to do away 

redit controls. On the other hand, when it became common knowledge that 

ls were going to be weakened or lifted entirely within a relatively 

buyers just naturally sat back and waited to see what the final ruling on 

it terms would be. It is this indirect effect - this postponement of pur- 
10w being felt. 


nity 


rtgage activity will continue to fall slowly during the remainder 
the total year’s business will be fairly close to the volume trans- 


For the first 6 months of this year, residential 

housing starts are running only 4% behind the 

IN VOLUME came period of 1951(590, 000 in 1951 vs. 567, 500 

in 1952). By far the biggest decrease has oc- 

number of public housing units started during the first half of this 

tarts for the first half of 1952 reached 523, 500 units - or only 
tal started during the same period in 1951. 


rally conceded that the enormous housing shortage resulting from 
1 and war years has been satisfied. The builders and mortgage 


me a Splendid job of providing the housing and financing for the 
at existed. 


111 builders and lenders are acutely aware that the market has now 

d. However, the builders have pitched their production pace at the rate of 

m Starts a year, and are understandably reluctant to step down from that 

With new family formation dropping toward the 500, 000-per-year level, 
retrenching on the part of builders and lenders will have to be done. The 

ff retrenching depends largely on two chief factors that can be controlled 

y the builders and mortgage lenders. One of these factors is the amount of over- 
ildir it is done. It is obvious that overbuilding has a very depressing effect 
f the real estate market, and the greater the amount of overbuilding, 


» depressing its effect. There is no doubt that overbuilding is now being 
me areas. 


« ot 


ye newspaper ads shown on page 334 were taken from a Wednesday (May 
952) afternoon edition of a large metropolitan paper. Despite the abun- 
ff modestly priced vacant rental property, residential construction in 


city is running 50% ahead of its 1951 rate, and the government index of rents 


; still rising. However, replies to our recent questionnaire on rent levels in 


it city indicate that the rents on a standard two-story frame residence, not 
re than 1 year old, had slipped 11% during the 1950-1952 period. 


be possible to legislate and subsidize another million starts in 1953. 
(cont. on page 335) 
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(cont. from page 331) 
it would be far wiser to eliminate all government stimulation (and 
1f the housing market, except in those defense areas where such 


necessary. 


ond factor within control of the builders and lenders is to enter the 
placement housing market. 


n 80% of our nonfarm families (33 million) live in houses that are at 
old. Many of these families are not able to afford a new home, 
be able to afford modernization and rehabilitation, particularly if 
be financed over a longer period (10 to 15 years). It is certain 
nall percentage of these home owners could be brought into the 
narket. Nevertheless, as the present market begins to run thin, 
rts must be made to partially supplement it from another source. 
rtually no attempt has been made to appeal specifically to this broad 
reluctant market. To capture even a Small fragment of it will re- 
rreat deal more than a rise in interest rates or a refurbishing and replen- 
May. 


During the past year, residential construction 
costs have changed only slightly - moving up in 
TION COSTS some areas and down in others. A composite in 
dex of our four standard houses shows a rise of 


St in the last 12 months. Very little additional change is expected 
mainder of the year. 


Although badly crippled by the steel strike, in- 

PRODUCTION dustrial production can recover quickly. The 
big block to its rapid recovery is the decided 

more work stoppages. Other labor leaders are certain to at least 
the gains made by the steel workers. The fact that the steel com- 
n a price boost will make other industries balk at raising wages 
prices. Perhaps the government has learned its lesson and will 

nt and labor reach their own agreements without interfering, but 


On July 15 the Board of Governors of the Fed- 

eral Reserye System and the administrator of 

HHFA announced an amendment to Regulation 

X. This amendment provides that: residential 
shall be relaxed to allow 5% down payments, IF 


the seasonally adjusted annual rate of nonfarm residential construc- 
tion drops below 1, 200, 000 for a 3-month period. The seasonally ad- 
juSted rate will be estimated for each month starting with June 1952, 
by the Bureau of Labor Statistics. If this annual rate drops below 
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